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A Hearing of the Assembly Interim Committee on Revenue and 
Taxation, Subcommittee on Public Indebtedness, was convened at 10 a.m., 
Friday, September 12, 1958, in the Board Room of the San Diego County 
Water Authority, San Diego, California, Assemblyman S. C. Masterson, 


Chairman, presiding..... ceeces 


CHAIRMAN MASTERSON: The meeting will come to order. There is 
a quorum present. I note the presence with us today of Assemblyman | 
Luckel of San Diego and Assemblyman George Crawford also from San 
Diego County who is sitting with us today as a member of the Revenue 
and Taxation Committee. The other members of the Revenue and Taxation 
Subcommittee on Public Indebtedness are Alan Pattee from Monterey 
County; Herbert Klocksiem of Long Beach may be here later this morning; 
Carl Britschgi of San Mateo will be here, however, he is coming in by 
plane and hasn't arrived yet. Leverette House of Brawley has stated 


that he will not be able to attend. 


At the last Session of the Legislature, Constitutional Amendment 
46 was proposed and heard before the Constitutional Amendments 
Committee. Discussion arose and the subject matter was referred for 


interim study. 


In general, the subject matter relates to that provision of the 


Constitution having to do with the placing of limitations upon the 





incurring of long-term indebtedness by cities, counties, and school 


districts. One of the things that was considered to be of importance 
was the fact that when written, this limitation referred to just 
these three units of government. Since then, we have developed many 
hundreds of types of special districts. There are literally 
thousands of those special districts in the State of California 

which are not subject to this constitutional limitation which requires 
a two-thirds vote of the people before any long-term indebtedness can 
be incurred. Also we are interested in various methods of financing 
which have been held by the Courts not to be within the purview of 
the constitutional limitation. Chief among these was the type of 
indebtedness referred to as "lease-purchase" financing. It seemed 

to some members of the Committee and to many people in the field that 
this type of indebtedness should be subject to the same limitation 

of voter approval as any other type of indebtedness, such as, general 


obligation bond indebtedness. 


Meetings have been held in Los Angeles in December of 1957; at 
Fresno in January of 1958; and a meeting in Richmond in May of 1958. 


We felt that these meetings should be held in various places in the 


State of California to give everyone an opportunity to appear before 


the Committee and present his or her views on the subject matter. 


At the Richmond meeting, some new suggestions were brought before 
the Committee - particularly a statement made by Mr. Teeter, the 
County Administrator of Contra Costa County, who advised that the 
County Supervisors Association was discussing this subject matter 
and had made some suggestions in relation to the use of a possible 


Sliding scale which would substitute a sliding scale of votes rather 











than the flat percentage of votes now required. This scale would be 


based upon the amount of indebtedness that the jurisdiction incurred. 





In other words, as the amount of indebtedness went up, the percentage 
























vote necessary to pass or approve further indebtedness would be 
increased. Mr. Teeter stated that he understood the County Super- 
visors Association was studying this and had formed a committee for 
the purpose. At my suggestion, the committee secretary contacted the 
Supervisors Association in an effort to get further information on 
the subject and if possible have them present witnesses as to what 
their findings and opinions were. Mr. Vince Cooper of the Super- 


visors Association submitted a statement and has asked that it be 


read into the record of this hearing. The statement is as follows: 


"The official position of the County Supervisors Association 
of California as recommended by the Tax Committee and approved by the 
Board of Directors is that we retain the present 66-2/3 percent vote 
requirement. 

"You have asked for information concerning the possibility of 
a sliding-scale working arrangement for the future. This is the 
principle involved in the sliding-scale formula. The sliding scale 
would cover a range from 60 percent to 66-2/3 percent. When a 
governmental agency has little or no bonded indebtedness, then the 
voting requirement would be 60 percent. If the indebtedness increases 
then it would become more difficult to adopt bond issues by requiring 
a 66-2/3 percent vote with variations in between ranging from 60 to 


66-2/3 percent depending upon the bonded indebtedness of the govern- 





mental agency." And that is the end of the quote from Mr. Cooper. 







I might remark that he doesn't mention at all anything about 


lease-purchase arrangements and what the attitude of the County 

























Supervisors Association is on that, and I hope before we hold our 
last meeting - we will have one more - that we will get a representa- 


tive of the Supervisors Association present to testify on that subject. 


I think that is the summary of what we have done to date and I 


wonder if either Mr. Pattee or Mr. Crawford have any remarks they 


would like to make on the subject. 


ASSEMBLYMAN PATTEE: I think you covered it very well. 


ASSEMBLYMAN CRAWFORD: No comments. 


CHAIRMAN MASTERSON: I would like to call as our first witness 


today, Mr. Robert T. Anderson who is the Administrative Officer of 





the County of Riverside. 


ROBERT T. ANDERSEN 
COUNTY ADMINISTRATIVE OFFICER 
RIVERSIDE COUNTY 
RIVERSIDE, CALIFORNIA 
MR. ANDERSEN: I gave copies of my comments to the secretary 


and I believe they have been distributed. 


I am Robert T. Andersen, County Administrative Officer, River- 


side County. 


Two subjects that I would like to discuss with the Committee 


this morning, and the first one is on this graduated scale. I had 






























some hand in beginning the discussion on this some six months ago 
within the County Supervisors Association group of administrative 


officers in other counties. 


It seems to us that when counties have outstanding bonded 
indebtedness of only one percent of their assessed valuation, it is 

an unfair and unsound statement for investment bankers to continually 
make the assertation that the lowering of the two-thirds vote require- 
ment, set forth in Section 18 of Article Xl of the State Constitution, 
will lower the investment rating of all public bonds in the State of 


California. 


It would seem to be reasonable for public agencies and invest- 
ment bankers to be able to get together on some basis of a constitu- 
tional amendment which would allow a lesser percentage vote of the 


electorate for those counties, cities and school districts where 





their outstanding bonded indebtedness represents a very low percent- 


age of the total assessed valuation. 


Cities in California are generally limited to 15 percent of 
their assessed valuation when attempting to obligate themselves 
through the use of general obligation bonds. Counties and school 


districts are limited to five percent of the assessed valuation. 


We realize, of course, that many of our school districts in 
California have reached their maximum bonded indebtedness and when 
they reach that stage they are sometimes labeled an impoverished 


district and the State of California assists with further loans. 


This latter procedure, of course, is not available to cities and 
counties and we do not propose that it should be. But when a city 
or a county has outstanding bonded indebtedness representing only 
one percent of their total assessed valuation it seems rather 
ridiculous for investment bankers to fight for the retention of the 


66-2/3 percent voting rule for general obligation bonds. 


Therefore, I recommend that a Constitutional Amendment be 
submitted to the people which would allow general obligation bonds 
to be voted by the people on the basis of some such schedule as 


follows: 


Now this schedule that I have shown here certainly is not a 
hard and fast schedule. I did break it down in percentages here so 
that we might have some basis for consideration during the weeks to 
come. For example, if a county or city bonded indebtedness represented 
less than two percent of their assessed valuation possibly it would 
be reasonable to require only a 55 percent vote. From two to three 
percent; 57 percent vote, three to four: 60 percent, four to five: 


63 percent and over five percent the present 66-2/3 percent vote. 


I fully realize that the above schedule is geared to county 
government more than it is to city or school districts but any 
reasonable compromise is certainly to be hoped for rather than to 


be ever-lastingly "stuck" with the present restriction to the two 


to one vote for all types of public building construction projects. 































Now, Mr. Chairman and members of the committee, I think that one 
of the reasons that the Board of Directors of the Supervisors Associa- 
tion took the action that they did - that Mr. Vince Cooper has just 
reported to you - was because of some decided difference of opinion 
within the supervisors group as to whether they wanted this change to 
affect school districts. There seemed to be some thinking that’ the 
same rules and regulations should not apply to school districts, as 
apply to cities and counties. Probably as the committee of the 
Supervisors Association gets into this more, this will come out in 


their discussion. 


Now in addition to this proposal of graduated scale, I am also 
submitting a new thought as to how to use the present law to accomplish 
part of what cities and counties are trying to solve by ACA 46. 
Certainly your suggestions and criticisms are invited on this proposal. 


It seems to me that it has possibilities for cities and counties but 





not for school districts. The following explanation will have to do 
with the use of the Community Services District Law for the purpose 


of erecting public buildings and pay for them in five years. 


There are many cities and counties that could finance the cost of 
a much needed public building by financing it through the use of a 


five-year installment loan. 


Section 61744 of the Government Code allows Community Service 
Districts to do this very thing without submitting this financing plan 


to an election of the voters. 






It is my understanding that the Community Services District Law 
which is found in the Government Code, starting with Section 61000, 






can be formed by a vote of the people to include areas both within 


















and without the boundaries of an incorporated city. There would seem 
to be no limitation as to the size of a district and possibly a 
Community Service District could be formed that would encompass the 
entire county. Section 61140 seems to authorize the formation of a 
district in more than one county, so I would conclude from that that 
a district could be formed on a county-wide basis including the 


incorporated cities. 


CHAIRMAN MASTERSON: Sorry for the interruption. This is 
Assemblyman Carl Britschgi and Assemblyman Herb Klocksiem. Mr. Britschgi 
is from San Mateo and Mr. Klocksiem from Long Beach. We now have a 


very well attended meeting. 





MR. ANDERSEN: Mr. Chairman would it be all right if I just 


spend a moment reviewing this graduated scale? 


CHAIRMAN MASTERSON: Yes. That would be quite in order. 


MR. ANDERSEN: I would like to call your attention then to the 


first page. Briefly, we are suggesting the possibility here of 


establishing a graduated scale for a city or county or school district 





where their assessed valuation was a very low percentage of their 
total bonded indebtedness or maximum that the percentage vote not be 
as high as 66-2/3 percent. You'll note at the bottom of the page 


that I am suggesting that if the percentage of outstanding bonded 


indebtedness to assessed valuation is less than two percent that only 
a 55 percent vote be established. The Chairman mentioned before the 
two of you came in that this had been discussed at your Richmond 
meeting. Those of us in county government have been discussing this 
for six months or so - the possibility of some type of a graduated 
scale. This is just a possible starting point for exploring further 


this thought. 


If you will turn with me to page 3 - My thought here is to present 
the possibility of using a present law for financing the public build- 
ing by using the Community Services District Act. And taking advantage 
of their opportunity to use the five-year installment loan. Then we 


were just down to the paragraph here on the purposes for which 


districts may be formed. I'll summarize that we are talking here 


about the possibility of water, sewage, garbage, fire, recreation, 
street lighting, mosquito abatement, police, library. It will be 
noted that the above purposes for which districts may be formed are, 
generally speaking, city or county purposes and do not pertain to 


school district matters. 


Dissolution of a Community Service District 


Section 61851 provides that 15 percent of the electors or the 
owners of 15 percent in assessed valuation of land and improvements 
may propose the dissolution of a district by a petition and the 
matter must then be submitted to the electorate for a dissolution 
election and the majority of the voters can dissolve the district. If 
the district has any assets, the ownership vests in the Board of 


Supervisors. 
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Frankly, the reason why I am exploring the possibility of using 






a Community Services District Law for cities and counties is to take 







advantage of Section 61742-744 and its five-year installment loan 





feature. It is my opinion that by using this feature cities and 





















counties can reduce the cost of government as it pertains to public 


building construction. 


There are certain public buildings which are desperately needed 
by cities and counties such as jails, general government buildings, 
police stations, fire stations and libraries which sometimes are 
difficult to finance through the use of a general obligation bond 
issue because of the unreasonable requirements of meeting a 66-2/3 
percent vote of the people to use that particular method of financing 


public buildings. 


Even when the general obligation bond method and a four percent 





interest rate is paid over a 20-year period, the total interest paid 
may be as high as 45 percent of the total cost of the project over 
the 20-year period. Whereas, if the provisions of 61744 of the 
Government Code are used, interest of six percent per annum for five 


years would cost less than a total of 17 percent. 


It has been my experience with city and county governments 
during a personal career of 20 years in this field that the governing 


bodies have many times been faced with the realization, when attempting 






to decide how to finance a much needed public building, that the 
building could easily be financed over a five-year period and that 


it is unnecessary to go to longer periods such as the twenty-year 










general obligation bond method. 


The restrictions of Section 18, Article M1 of the State 
Constitution has been variously interpreted by city attorneys and 
county counsels to sometimes discourage building financing methods 


that spread the payment over a two- or three-year period during the 
























construction of the building. Therefore, I am suggesting that cities 





and counties give serious consideration to the use of the Community 
Services District Law for the purpose of creating a district to build 
a building and then dissolve the district upon completion of the 
repayment of the loan and the building then could become the property 
of the parent governing board. Just prior to the dissolution of the 
district under Section 61877, a district could transfer their property 
under Section 61611 to the city rather than having the property 
automatically become the property of the Board of Supervisors by 
Section 61878. I suggest this only in the event that if the purpose 





of forming the district was to build a building for city government, 
then obviously the building should be turned over to the city rather 


than to the county. 


What's the purpose of all this? 


The basic purpose is to find a method of financing a public 
building other than using the general obligation bond method that 
requires a 66-2/3 percent vote and also to arrive at a method other 


than the expensive private lease-option to purchase methods that some 






governmental jurisdictions have had to resort to. It is also hoped 


that if this presents some possibilities that we could come to some 






uniform agreement amongst cities and counties that it is legal to 


build a public building and pay for it over a period of time longer 





than the time of construction. Obviously, the areas indicated earlier 
























in this paper, i.e., fire stations, libraries, jails, police stations, 





general government buildings, are the areas that are of vital importance 
to local government but sometimes difficult to finance through a bond 


issue and are too costly to finance in one year's budget. 


Therefore, it seems to me, the counties and cities, if interested, 
should further explore the use of the five-year installment-loan 
provision of the Community Service District Law for the purpose of 


building public buildings which are a general benefit to everyone. 
What are the hazards involved? 


The principal hazard, as I see it, is to place in the hands of a 
separately elected governing board the construction of a building for 
a city council or for a board of supervisors. Certainly this is a 
hazard that we must reckon with before exploring this possibility, 
but it may not be a greater hazard than under the existing restrictive 
situation where it seems many times to be impossible to finance the 


construction of a building. 
What are the alternatives? 
One possible alternative that has been suggested to me by a 


member of the Assembly Interim Committee on Municipal and County 


Government has been to amend the County Service Area Law (Section 
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25210 et.seq.) to enable a board of supervisors to create a county 


service area and retain the board of supervisors as a governing body. 





















The amendments to the County Service Area Law would have to include 


this five-year installment-loan provision as found in Section 61744 





of the Community Services District Law. 


Amending the County Service Area Law to give the board of 
supervisors the power to retain authority for the construction of 
the building would eliminate the hazard of creating a special district 


with its subsequent separate governing board. 


How does this affect school districts? 


As I visualize the possibilities that may be open to cities and 


counties as a result of this proposal, it will not give school districts 


the opportunity to take advantage of this five-year installment-loan 





feature. 
Mr. Chairman and members of the Committee this was read rather 
rapidly and I'd be very happy to answer any questions on this or 


explain further any part of what I was trying to say. 


CHAIRMAN MASTERSON: Thank you, Mr. Andersen. Are there any 







questions from members of the Committee? Do you have a question 





Mr. Klocksiem? 






ASSEMBLYMAN KLOCKSIEM: Mr. Chairman this, if you please, on 


page 5 that second paragraph there he says its been his experience 
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with the city and county governments during the personal career of 
20 years in this field that the governing bodies have many times been 
faced with the realization when attempting to decide how to finance 

a much needed public building that the building could easily be 
financed over a five-year period and that it is unnecessary to go 

a twenty-year period. Now, does that pertain to large construction 
of buildings? How much money is involved in your mind there when 


you speak of being able to do it in five years? 


MR. ANDERSEN: I'm thinking in terms of the ability to finance 
the project. It would depend of course on the size of the city or 


the county as to what we are talking about in terms of dollars. 


But, for example, in Riverside County we are faced right now 
with an extremely overcrowded situation in our jail. We could 
easily finance a jail over a five-year period by budgeting 20 percent 
of the total cost in the budget over a five-year period. It would 
be unnecessary for us to spread these payments out over a 20-year 
period, but if we go to the general obligation bond method of financing 
most of the investment people that invest in these types of bonds 
want at least 15 to 20 years and sometimes maybe 30-year bonds. You 
wouldn't think about a five-year general obligation bond, normally. 


The rate of interest would be much higher. 


ASSEMBLYMAN KLOCKSIEM: That may be a peculiar condition in 
your particular locality, but a great many localities couldn't do 


that. Is that right? 












MR. ANDERSEN: I think that most cities and counties could 





finance a public building that is one of their needs over a five- 


year period. 


















I can't understand... 





ASSEMBLYMAN KLOCKSIEM: Well, 
ASSEMBLYMAN PATTEE: How would they do it, Mr. Andersen? 


ASSEMBLYMAN KLOCKSIEM: I don't know how they'd do it. 


MR. ANDERSEN: Well, I mean, we are talking about less cost 


aren't we? 


ASSEMBLYMAN PATTEE: Yes. What would you do, get a bank loan 
or how would you handle it? On a five-year period? Where would 


you raise the money, on your tax, or what? 





MR. ANDERSEN: Yes, by property tax. 


ASSEMBLYMAN PATTEE: By property tax. 


MR. ANDERSEN: In your current budget. One fifth of your 


cost of the building would be included in the budget each year. 


ASSEMBLYMAN PATTEE: I see. 


CHAIRMAN MASTERSON: I think the question is directed at this - 





who is going to finance it over the five-year period. Would that 
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be by a private loan and then wouldn't you run into this same problem 
that this being a private loan the income is subject to taxation, etc., 


and you would be involved in higher interest rates? 


MR. ANDERSEN: Well, I tried to point out in the preceding 
paragraph up here, that a six-percent rate for five years will cost 


the government less money than a four-percent rate for 20 years. 


CHAIRMAN MASTERSON: And would you anticipate that you would 


borrow that from private lending institutions, is that correct? 


MR. ANDERSEN: Yes. At six percent for five years. We have 
in our county at least one Community Services District that recently 
did this. They borrowed the money from the bank at six percent 
interest for five years. I think they built a swimming pool or 
something like that. 


CHAIRMAN MASTERSON: Now this raises the point - this in effect 
is another suggestion of a governing board to finance a public 
improvement over a longer period than one year without going to a 


vote of the people, is that right? 


MR. ANDERSEN: Yes sir, that's right, exactly. 


CHAIRMAN MASTERSON: Now, if the law were amended to permit you 
to borrow money in this fashion, but require a vote of the people 
before you incur a five-year obligation of this sort, what would be 


the attitude of your association toward it? 

























MR. ANDERSEN: Are you talking about a majority vote? 


CHAIRMAN MASTERSON: Well a majority vote or a 60 percent 
vote or a two-thirds vote. I would like you to comment on all of 


those suggestions. 


MR. ANDERSEN: All right - we feel, that 66-2/3 percent vote is 
too high a vote to require for financing a project over a long period 


of time. 


The County of Riverside in 1956 received a 61 percent vote on a 
three and a half million dollar bond issue. We would be in very good 
condition today, financially our tax rate would be lower, if the law 
in 1956 had required only the 60 percent vote. Because it did not 
pass with the required 66-2/3 percent vote, our costs have gone up 
because we've had to rent space and the rental cost is much more than 


either a general obligation bond issue or any other method. 


We are not asking that this be changed to a 50 percent vote on 
either the general obligation bond method or if you wanted - put the 
lease-purchase to a vote of the people, we are not asking for a 50 
percent vote, but I think that something like I have suggested here on 
the first page of the graduated scale somewhere from 55 to 66 percent 


depending on the percentage of assessed valuation. 


CHAIRMAN MASTERSON: Mr. Pattee has a question. 
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ASSEMBLYMAN PATTEE: Do you feel that this lease-lending idea 
here and a five-year period of financing where you would probably get 
it from a private banking concern and then put it on the tax rate to 
pay it, do you feel that this is not a move maybe of getting around 
the idea of going to the people with a vote for it, to see how they 


feel? 


MR. ANDERSEN: It's a method of providing needed public buildings 
that at the present time when counties had tried to use a general 
obligation bond method with the 66-2/3 percent vote and received any- 
where from 58 to 62 percent as one of our Northern California counties 
recently did on seven bond issues. Obviously, the people were in 
favor of the projects, if they vote 58-59 percent for them, but you 


have to finance it then, if it is needed, by some other method. 


ASSEMBLYMAN PATTEE: Well, how about say making a 60 percent 
vote necessary, but allowing the type of method you say here for 
financing, but the people should have a right to vote whether they 


want it. 


MR. ANDERSEN: Personally I feel that if the percentage were 
reduced to 60 percent that all of these various methods of financing 
other than revenue bond financing could be put to the vote of the 


people. 


ASSEMBLYMAN PATTEE: Put to the vote of the people. That's what 


I wanted to hear. 
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CHAIRMAN MASTERSON: I think that's what the Committee wanted to 





hear, however, that is not in accord with the present position taken 


by the Board of Supervisors Association, is it? 








MR. ANDERSEN: Well, now you mean the statement of Mr. Cooper's 





that you read earlier? 




















CHAIRMAN MASTERSON: Yes. 


MR. ANDERSEN: The County Supervisors Association is state-wide - 





as I understand the official position of the board of directors is that 


they wish, at the moment anyway, to retain the 66-2/3 percent vote? 

CHAIRMAN MASTERSON: Yes, 

MR. . ANDERSEN: That's right. 

CHAIRMAN MASTERSON: And they make no comment upon the inclusion 
of lease-purchase arrangements within the constitutional limitation 
and I take it from the testimony that we had during the Session that 
the Supervisors, at least of Los Angeles County, opposed putting such 
arrangements to a vote of the people. 


MR. ANDERSEN: You are absolutely right. 


CHAIRMAN MASTERSON: Now, is this opposition - to a vote of the 


people on lease-purchase, whether it be 50 percent or 60 percent - 





this opposition mainly concentrated, in Los 





mainly concentrated, 
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Angeles County or do other counties of the State, as expressed through 


their boards of supervisors follow along with their opposition? 


MR. ANDERSEN: I couldn't speak for the rest of them. I can 
speak only for Riverside County and we do not share the same position 
that Los Angeles County does on this matter. Personally we realize 
that this method of financing has been available to us for some time. 
We feel it is an expensive way of financing a public building and we 


don't want to use lease-option purchase methods. 


CHAIRMAN MASTERSON: One other question, although you may have 


in effect answered it before - it is your opinion, is it not, that 


the requirement of the 66-2/3 percent vote does force governing bodies 


of counties and cities to go to the more expensive lease-purchase 


method, is that correct? 


MR. ANDERSEN: Absolutely. 


CHAIRMAN MASTERSON: It is your feeling that a reduction to 
60 percent would be possibly acceptable to the majority of the counties, 


or at least to Riverside? 


MR. ANDERSEN: Personally I feel that way, and there is quite a 
bit of difference of opinion within the counties and board of super- 
visors themselves, but in the light of the official position of the 
Board of Directors or the County Supervisors Association, I couldn't 


Say that they agree with what I am saying. 





CHAIRMAN MASTERSON: I understand that. 


MR. ANDERSEN: They certainly are aware of it. And as I 
indicated when I started out, I think that one of the reasons that 
they are a little bit concerned is that they frankly don't think 


that the percentage should be reduced for school districts. 


ASSEMBLYMAN BRITSCHGI: May I ask a question please? 


CHAIRMAN MASTERSON: Yes, Mr. Britschgi. 


ASSEMBLYMAN BRITSCHGI: Mr. Andersen, do you happen to have 
available or do you know the figures that would be set out-the people 
who do the voting. I am thinking of the property owner versus the 
renter that comes into the area and votes for anything that he feels 
the property owner should pay for. Do we have in any voting, maybe 
you would have in your own county, do you know the number offhand - 
the percentages of property owners voting against the - might call 
them transient - you might use that word, I don't know whether that's 


a good word or not - 


MR. ANDERSEN: I don't know. I think it's a very interesting 
thing to find out and I will try in our county to see whether it is 


possible to develop that information. We are sort of looking back at 


the June '56 election where 61 percent of the people voted for it 


and 
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ASSEMBLYMAN BRITSCHGI: In the 61 percent do we, or do you have 


any way of knowing, are the property owners voting or are the renters 


voting. What I am trying to 


MR. ANDERSEN: In our county we think that there would be more 
than 50 percent of that total that, probably quite a bit more than 


50 percent of the total, that are property owners. 


ASSEMBLYMAN BRITSCHGI: Are property owners. 


MR. ANDERSEN: Our result in that particular election was general 
throughout the County. There was no area that was strong for it or 
strong against it. The whole County from Blythe to Riverside was in 
favor of the bond issue. Pretty generally around the same percentage, 
from 60 to 63 percent. Now this was at a regular primary election, 
of course. The County did try another bond election on a special 
election and there only 25 percent of the people showed up so it 


was defeated. 


ASSEMBLYMAN BRITSCHGI: I'm trying to develop the thinking 
whether we are hurting the actual property owner on this by lowering 
the percentage of voters that would be voting on it. After all, they 
are the ones that pay the bill. Theoretically someone will eventually 


argue with me on that. 


MR. ANDERSEN: But, we have such varied situations in California - 
From '54 to '57, I was a City Administrator of the City of Lakewood. 


There we had about 90 percent ownership of homes. It was practically 
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all individual homes. Two bond issues passed during the time that I 


was there and they went over about 9 to 1. Now that was basically 





























your property owners that voted 9 to 1 for school bond issues. Very 





That one I happen to 





strong vote and it was all property owners. 
know about in Riverside County I think it would take quite a bit of 
research to get that information, but I think it's real interesting. 
I feel that all of this is forcing the cost of government up and that 


is the principal reason why I am interested in exploring all of the 





various possibilities here. 





We are going to try three bond issues 
at the November Election this year, and hope that we can get a 66-2/3 


percent vote. 


CHAIRMAN MASTERSON: Thank you, Mr. Andersen. Are there any 


other questions from members of the Committee? Thank you very much. 


MR. ANDERSEN: Thank you. 


CHAIRMAN MASTERSON: At this time, I would like to call on 
Alan Firestane who is a Chief Deputy City Attorney of the City of 


San Diego. 


ALAN M. FIRESTONE, CHIEF DEPUTY 

CITY ATTORNEY OF SAN DIEGO 

CIVIC CENTER 

SAN DIEGO, CALIFORNIA 

MR. FIRESTONE: Mr. Chairman and members of the Committee, I 

have heretofore appeared before you in each of the hearings that you 
have had and you have received my comments with a great deal of 
courtesy. I have not prepared a written statement today for the 


reason that some of the points which I have advocated I gather have 





























been accepted by your Committee rather wholeheartedly. I'm only 

appearing today for the purpose of reiterating that the position of 
the City of San Diego, and incidentally the position of the California 
Municipal Utilities Association for whom I'm likewise appearing today 


at the request of the President, Mr. Paul Beermann,has not changed 





in the interim. 


The two points with which we are primarily concerned are these: 
First, that the bill be amended and I believe this has been done to 
eliminate the provision to prevent the City of San Diego and similar 
municipal corporations from using revenue funds to pay off general 
obligation bonds. This I believe you realize quite readily creates 
an additional tax burden on a different class of people than those 
who would create and pay for the revenue fund. The second position 
and point that we are taking is that the amount of percentage required 
for the adoption of general obligation bonds should be reduced. 
Perhaps the whole way to 50 percent, although this is a rather 
difficult thing to say. The two-thirds vote as I have indicated in 
some of my past presentations, I think is an unfortunate situation 
in that one "no" vote cancels two "yes" votes and one vote more on 
the "no" side defeats a general obligation bond issue. We have had - 
and I'm sure Assemblyman Crawford is well aware of it - some unfortunate 
experiences in this County and in this City with respect to general 


obligation bonds because of the two-thirds vote requirement. 


Incidentally, I commented in my last appearance about the numerous 
defeats of our general obligation bonds in the County concerning the 


County Courthouse facility and while you are here I would recommend 
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that you at least go past the facility to see it under construction, 


presently. Other than that I have no more comments and I certainly 





thank you for the opportunity of appearing before you. 





CHAIRMAN MASTERSON: Thank you Mr. Firestone. Are there any 


























questions from members of the Committee? Thank you very much and we 


We have noted the objections that you 





appreciate your appearing. 


brought up. They were very well taken and as you have stated the 





Committee has previously gone on record as being in accord with the 
suggestions made - because it was never the intent of the legislation 
to prevent payment or repayment of bonded indebtedness relating to 

a specific project out of the revenues from that project and we thank 
you for bringing to our attention the possible ambiguity of the 


language. 


At this time, I would like to call on Mr. Franklin Stockbridge 
who is the Chairman of the Municipal Securities Committee of the 
Investment Bankers Association of America. It's located at 464 
California Street, San Francisco, California. Mr. Stockbridge is 
from Los Angeles and is the Vice President of the Security-First 
National Bank. Would you state your name and give us your state- 


ment please, Mr. Stockbridge. 


FRANKLIN STOCKBRIDGE, VICE PRESIDENT 
SECURITY-FIRST NATIONAL BANK OF 

LOS ANGELES 

P, O. BOX 2097, TERMINAL ANNEX 

LOS ANGELES 54, CALIFORNIA 


MR. STOCKBRIDGE: My name is Franklin Stockbridge. I am 


appearing today as Chairman of the Municipal Securities Committee, 










California Group, Investment Bankers Association of America. 
The Investment Bankers Association is an Association of Security 
Dealers and Dealer Banks and includes in the membership of its 


California Group almost all the bond houses and banks actively 
























engaged in municipal bond business in California. Representatives 





of the Investment Bankers Association have given testimony at previous 
hearings to this Committee. I will try to avoid a repetition of this 


testimony and will make my remarks as brief as possible. 


I would like to comment today on the basic reason why our 
Association is interested in the subject matter of ACA 46. California 
has experienced, as you know, the most rapid population growth of 
any State in the post war period, as measured by numbers of people. 
This growth has resulted in an unprecedented demand for public 


facilities of all kinds. The funds to provide these facilities have 





come basically from two sources, taxes and bond issues. It is, of 
course, the latter source that is at issue in ACA 46. Although there 
is a close correlation between the two. It is also to the latter that 


I will direct my remarks primarily. 


In the postwar period, California and its cities and public 
districts have issued more bonds than any other state and its sub- 
divisions. At the present time and partially as the result of the 


about 15 percent of total State 





tremendous State financing program, 







and Municipal financing in the country comes from this State. Up to 
the present time, we have been able to handle this tremendous volume 


of financing by successfully attracting substantial sums of money 
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from outside of California. This investment money has willingly been 





invested in bonds of the State and its political subdivisions because 






such bonds are issued under bond financing laws that are as well and 

























soundly drawn as any in the country, and considerably better drawn 








There are several factors in the bond- 





than the laws in many states. 
financing picture in California that require sincere attention however, 
if the existing situation is to continue. First, it is an unfortunate 
fact that every now and again we seemed faced in California with 
financial schemes that are somewhat disturbing to conservative Eastern 
investors - and you will find no more conservative minded investors 
than those who buy municipal bonds. Such a scheme as ham and eggs 

of the prewar period or Proposition 17 of next November's ballot is 

the sort of thing I'm referring to. While it is true that no such 
schemes have been adopted permanently so far, there is always the 
chance that they will be. And while the issue is in doubt, as at 


present, it becomes increasingly difficult to locate funds willing 





to invest in State and local bonds. Incidentally, so far as Eastern 
investors are concerned, the State and its subdivisions are likely to 
be lumped into one unit, and if something adversely affects the credit 
picture for State bonds, this will be reflected in higher costs on 


local borrowing and vice versa. 


Second, the heavy demand for public improvements of all sorts has 






placed public officials under tremendous pressures. The conflict of 






heavy demand and rather stringent bond laws have resulted in a number 


of attempts to either lighten the borrowing restrictions or failing 







this, to find a method of successful avoidance. You are familiar with 


a tremendous number of bills submitted at each Legislative Session which 
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A study would show, I am sure, 






pertain to local district financing. 


that a substantial percentage of this legislation would, if passed, 






You are also familiar with lease-purchase 





make borrowing easier. 








financing plans. Now, Eastern investors are well aware of these 








developments. Should lease-purchase financing become widespread or 







should the bond borrowing restrictions be substantially removed, you 


could expect the local districts to pay considerably more for their 







money; even those districts whose borrowing would accord with the 






present financing laws. This would be true because a number of 






















investors would cease buying bonds coming from California and this 
loss of funds could only be replaced by tapping different sources which 


demand a higher return on their funds. 


The Investment Bankers Association, California Group, therefore, 
feels that adoption of a Constitutional Amendment with the intent of 
ACA 46 is generally in the broad public interest. While there is no 
easy remedy of the problem of ill-considered financial schemes such 
as Proposition 17, it is felt that adoption of ACA 46 would indicate 
an awareness of the need of sound financing laws for local districts 
and would have a markedly positive effect on out of state investors. 
It is felt also that the incorporation of ACA 46 in the Constitution 
would successfully secure basic bond financing provisions from strong 
pressures of the moment and from weakening changes in the vote require- 
ments that current problems make seem necessary. We would, however, 
like to stress one point very strongly. We are in favor of all of the 
parts of ACA 46 as a group. And we feel that it can be approached 
Only as a unit, thus, we are in favor of a reduction of the vote from 


a two-thirds to a three-fifths majority, only if long-term financing 
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for all public districts is included. We feel that it is important 








Either directly or 





that all borrowing be referred to the voters. 


We would be disturbed by any 





indirectly through charter provisions. 
provision exempting from a vote requirement bonds to be paid from a 


special fund, for instance, sales tax revenues. 


To permit the dedication of revenues that normally would accrue 
to the general fund of the political subdivisions to the payment of a 
bond issue and thereby to avoid referring the bond issue to the voters 
is in our opinion a mere gimmick to avoid a vote and as such would, in 
our opinion, be disturbing to investors. A somewhat similar situation 
exists in the case of true revenue bonds, and we feel a popular vote 


is important. 


In conclusion we would like to stress the importance to the 
State and its political subdivisions of the maintenance of, and the 
improvement upon the existing bond financing provisions. Basic in 
these provisions is the popular referendum on bond issues. We feel 
that something more than a simple majority is a strengthening factor, 
but particularly important in our opinion is that all public districts 
be covered by the same voting laws and that all long-term financing 
be so covered. We would greatly prefer a minor relaxation of the 
voting requirement to insure that the bond borrowing path is open to 
all needed public financing, because we feel that the financing methods 
that avoid the normal borrowing channels serve to weaken the credit 


regard in which the borrower, and to a lesser extent all borrowers in 





California, is held. 





I appreciate very much appearing before you and will try to 


answer any questions. 


CHAIRMAN MASTERSON: Are there any questions from members of 


the Committee? Mr. Pattee. 


ASSEMBLYMAN PATTEE: How do you feel concerning Mr. Andersen's 
idea of the short borrowing and the - that he brought up on higher 


interest rate and - 


MR, STOCKBRIDGE: Let me defend myself first from something else 
that Mr. Andersen said. That is the statement that the Investment 
Bankers are in effect forcing the two-thirds vote on the people. The 
Investment Bankers Association had nothing to do with the two-thirds 


vote. We are in favor of this reduction in the vote requirement. 
ASSEMBLYMAN PATTEE: This is the first time I knew you were. 


CHAIRMAN MASTERSON: I wanted to reveal that at a dramatic 


moment. 


MR. STOCKBRIDGE: Mr. Andersen's suggestion of the use of 
Community Services Districts is a very interesting one. The first 
thing that occurs to me is - the point was made that there would be 
no popular vote on such borrowing. Now I am not at all sure that that 


is true. The district in order to be formed would require a popular 


vote. A majority vote. The district could be formed - would be 





formed for a specific purpose. The voters would be told what that 
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specific purpose was which was to build a county courthouse, we'll 
say. So there the formation would in effect be a majority vote, if 
the district were formed, would only be formed after a majority vote 


in favor of such a program. 


Speaking as an Investment Banker we'd prefer from a straight 


Of course there is nothing 





credit point of view short-term borrowing. 


to prevent a district or a county from approving a bond issue and 





selling bonds to mature in five years. They don't have to be scheduled 
to mature in ten, twenty, thirty, or forty years. They can mature in 
as short a period as the public officials want them to mature. So it 
is not only by the use of a Community Services District that you can 
get a five-year payoff of the bond issue. We would have no objection, 
no strong objection to the use of Mr. Andersen's suggestion except this;. 
using it that way would be in our opinion unnecessarily expensive. 

We'd suggest first that - and this is a new idea with me so I'm 
speaking maybe somewhat superficially - the Community Services District 
Law be amended to allow - upon the majority vote approval which you 
would get as you formed a district - the issuance of one to five year 


bonds. Then you would have in effect marketable paper and be able to 


sell the paper and get money from out of California. 


The problem that came to my mind immediately when Mr. Andersen 
made his suggestion was that perhaps there would be a considerable 
amount of financing by this method, and there is a very serious limit 
as to the amount of money available inside of California in the banks - 


which is where this money would come from - for that kind of financing. 





The volume of financing could be very substantial. And while, without 
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any question, Mr. Andersen's problem could be solved by borrowing 
from the banks, question of whether the problems of all the 58 counties 
and a couple of hundred cities could be similarly solved because you 


just run out of money after awhile. Now if you could amend the law 





so that they could sell bonds instead of borrow on a short-term five- 


year basis then you get marketable paper. 


ASSEMBLYMAN PATTEE: That would have to go to the people for a 


vote wouldn't it? 


MR. STOCKBRIDGE: Well unless - you are much more expert on 
this than I am - whether you could include the vote of the people 
approving the one to five year bond issue the same election that you 


hold to create the district you'd avoid a double vote situation. 


CHAIRMAN MASTERSON: I might ask you to comment there, Mr. 
Stockbridge, upon the advisability of making use of this present law - 
with amendments you suggest which could be done, because the consti- 
tutional limitation does not apply to those Community Service Districts- 
as to the desirability of doing that as opposed to amending the basic 
law to provide a basic law which would permit this method of financing 
and the method of financing of taking every long-term indebtedness 


to a vote of the people. 


MR. STOCKBRIDGE: Well, I think Mr. Andersen's suggestion was 
pointed at the solution of a particular problem. I think the basic 
problem this Committee is studying is the over-all financing problem 


of all districts in California. His suggestion is certainly not a 






solution for the problems as he mentioned of school districts and 


would not apply to this great maze of public districts we have in 



























the State. In other words, I don't think you can solve the problem 





that this Committee is looking into by amendments to the Community 
Services District Acts. I think the problem is much broader and much 


more important than this solution which is a particular solution for 





a particular problem. 


CHAIRMAN MASTERSON: Thank you. Are there any other questions? 


Mr. Crawford. 


ASSEMBLYMAN CRAWFORD: Mr. Stockbridge, I noticed that you 
placed emphasis upon the sources of finances as being from conservative 
Easter investors. I'm of the opinion that some of our largest financial . 
dealings in San Diego and the tremendous subdivisions that we have had 
here, have been financed by capital from Texas. Do you represent the, 


say the investors from that area? 


MR. STOCKBRIDGE: No, I represent the Investment Bankers who do 
business in California and underwrite the vast majority of bond issues 
in California. Now, I only represent the firms who have so called 
Dealers and Dealer Banks who have either their whole business in 
California or have operating offices in California. And I am talking 
only about the bond business as such - not capital coming in for 
Subdivisions or any of that sort of development. When I talk about 
Eastern investors, I'm talking about the Eastern investors who buy 


California Municipal Bonds. 








ASSEMBLYMAN CRAWFORD: Thank you. 


CHAIRMAN MASTERSON: Any other questions? 


























ASSEMBLYMAN BRITSCHGI: Mr. Chairman. 





CHAIRMAN MASTERSON: Mr. Britschgi. 


ASSEMBLYMAN BRITSCHGI: Mr. Stockbridge in your experience in 
other states, what are the requirements there as far as the two-thirds 


majority vote is concerned? 


MR. STOCKBRIDGE: It is a terrific mishmash is the only way I 
can say. Some states have two kinds of bonds. They have what they 
call unlimited tax bonds and limited tax bonds. Now limited tax bonds 
generally are bonds payable from property taxes up to a certain maximum 
rate per hundred dollars. And the limited tax bonds generally are non- 
voted bonds. So you go all the way from on nonvoted bond situation 
to voted bonds and the vote may be anywhere from 50 percent up to 
two-thirds. I'm not aware of any situation that requires more than 


a two-thirds majority vote. 


ASSEMBLYMAN BRITSCHGI: The reason I asked, I'm just trying to 
think, in fairness to a certain group of people that would be involved 
in a vote, Mr. Andersen said a moment ago, that in one vote they had 
25 percent of the people voting. I don't think that's the true criteria 
of any voice of the people. And I'm wondering, I'm thinking quickly 


of some kind of a formula that should be established or could be 







35 


established on the lower percentage of the vote the higher the percent- 






age of the majority that should fall into line. I'm wondering what 








effect that will have on your marketability of the bonds? If you only 
had a 25 percent vote, I know, I realize the fact, let&S say that they 


voted 75 percent in favor of the thing, why the bonds are sold and you 























folks handle the situation, I appreciate that. 
MR. STOCKBRIDGE: That's a tough question. I've heard that 
suggestion and some of us have batted it back and forth on the theory 
that it may be only 25 percent turn out you require a full two-thirds; 
if you get over 50 percent of the voters out maybe you go to 60 percent; 
if you get 75 percent of the voters out a simple majority is adequate, 


or some such ratio like that. 


Perhaps the mechanical problems involved in that sort of thing are 
too great. I don't know. But, like everything else, with the problem 
facing us, perhaps its worth doing a little work to find out. We've 
tried to develop some figures on that actually, and found that they are 
awful difficult to come by - getting the local election, the special 
elections, trying to get the figures of the percentage that turned out 
on any vast number of issues which we should get - to determine how 
many people do turn out for an election. The problem basic in this 
whole thing is from a marketing point of view and much as we may be 
unhappy about it, we've got to face up to the fact that with our need 
for funds, the people who've got the money can call the tune on the 


thing. 






























California has for years been struggling up to financial 
respectability and it is accepted now as one of the soundest states 
financially in the country. But, and the reason I mention this 
Proposition 17 thing in here, every now and then we get something 
like that tossed into the hopper and it scares the boys back East. 
So that if you just came out of the blue and changed "18 of XI" down 
from 66-2/3 to 60 percent or 50 percent or any other percentage and 
that's all you did, it would have a very markedly adverse effect on 
raising money to come into California. Because people would say in 
effect, "Well, there California goes again". And that's the problem. 
Whereas if we were the only state in the country that required a 
two-thirds vote we would have the same problem. The mere fact that 

we had the tightest laws tends a little bit to react against us 

because now should we try to ease them up a bit, "California is going 
down the primrose path", and it's something that we've got to be 
careful about because of Eastern investors. Now we are very fortunate, 
the banks in California generally, do most of their buying of municipal 
bonds within the State. They keep the money in the State and buy 

local bonds. Now that's not true generally across the country. But 
still, even that vast purchasing power isn't enough. So we have got 

to dance the tune that the Eastern investors pipe on the thing, and 
they don't have to buy in California. You figure that they've got 

over a hundred bond issues a week on a nation-wide basis, that's 52 
weeks a year. Investors love the opportunity to say, "Well, now 
California is relaxing their restrictions; they're just letting down 
the bars; they're going to finance anything, and no requirements here; 
let's just not even consider California bonds". And that's what 


happens. There are some states that suffer from that right now. 
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Normal investors don't put their money into them, and it doesn't make 


any difference what the bond rating is or anything else. 


CHAIRMAN MASTERSON: Are there any other questions by members 
of the Committee? Mr. Klocksiem. 


ASSEMBLYMAN KLOCKSIEM: Mr. Chairman, just a comment here, I 
was thinking along these lines of small percentage of votes for bond 
issues, would there be any merit in the thought that in order to 
eliminate, we say 25 to 33 percent of voting we get now on bond 
elections when they are up only as bond elections, how would it be 
to say that a bond issue up to a certain amount couldn't be put up 
as a special election but would have to go before the people when 
either there is a municipal election or a county election or a general 


election of some kind. Would that be any way - any protection or any 


virtue in that thinking? 


MR. STOCKBRIDGE: You put the larger - just put the larger ones - 


ASSEMBLYMAN KLOCKSIEM: Set a certain amount yes. Have some- 
thing as the maximum. Anything under, we will say, a million dollars. 
Just use that as a figure. Something under that amount they could 
have a special bond election for that amount, but if it goes over 
that, if the amount is larger than that, up five or ten million or 
whatever it may be, then that issue would have to be placed on the 
ballot only when there is a general, election or municipal election or 


a county election or something like that. 
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MR. STOCKBRIDGE: I don't think that would be any particular 






solution because the vast majority of districts in California never 







sell anything like a million dollar bond issue. I mean I don't know 






where you would put - 

















ASSEMBLYMAN KLOCKSIEM: I just used that figure - threw that 
figure out - Certainly 25 percent of the voters doesn't represent the 
voting in the community of any size at all, 25 percent of them, and 
when they go out and vote the bonds I don't think that's a representa- 


tive vote. 
MR. STOCKBRIDGE: No, I think that's right. 


ASSEMBLYMAN KLOCKSIEM: I think there should be something up 


there to protect the people from so small a vote in issuing a bond. 


ASSEMBLYMAN BRITSCHGI: Just on the other hand, excuse me, I 
wish to comment on that. I was wondering about it, wouldn't it be 
true, Mr. Klocksiem, that possibly that the issue wasn't worthwhile 


voting. 


ASSEMBLYMAN PATTEE: Yes, except that we're spending tax money - 


taxpayers money - 


ASSEMBLYMAN BRITSCHGI: I think that probably there are too many 
of these issues that are thrown out before the people that maybe aren't 
worth their salt to start with and it is quite evident when only 25 


percent of the people turned out to vote on it. 

























39 


ASSEMBLYMAN KLOCKSIEM: Well, if that 25 percent turn out is 


carried, you got it haven't you? 
ASSEMBLYMAN BRITSCHGI: Well, yes. 


MR. STOCKBRIDGE: You've got such a vast variety of districts 
in the State in size, in shape, and purpose and everything else that 
putting dollar limits on it is extrememly difficult to maintain any 
kind of equity in the situation. Perhaps what you could do, in effect, 
Say, you've got to have at least one-third of the eligible voters turn 
out for the election to take, something like that, protect yourself 


in that situation. 


CHAIRMAN MASTERSON: Of course I think, isn't this true, that 
you can't devise laws to protect the people from themselves because 
after all they are the repository of our whole action in our democracy 
and whatever their reason is for not voting they've got as much right 
not to vote as the other fellow has to vote. And you can't avoid 


that. 


MR. STOCKBRIDGE: Well, the principal reason that we are 
interested in referring a bond issue to the people is because by 
doing that the public officials who are advocating the bond issue 
have got to justify it to somebody and it prevents, and I'm not talking 
about the big jurisdictionsnow that are normally under pretty close 
scrutiny by the newspapers, taxpayers associations and everything 
else, but particularly in the smaller community it serves as a pro- 


tection to them against promotional type of financing which is the 


sort of thing that gets everybody in trouble. I think that's a 


very important part of the interest in retaining a popular vote. 


CHAIRMAN MASTERSON: Any other questions of Mr. Stockbridge? 
Thank you very much for appearing. We appreciate having you here 
with us again. We hope that you will be able to give us some further 
comments when we meet in Los Angeles at our last meeting before the 


new Session starts. 


We have also here with us today, Mr. D. R. Grable of the 
California Real Estate Association. Mr. Grable if you have some 
remarks you'd like to make, would you state your name for the 
record. 

D. R. GRABLE, CHAIRMAN 
LEGISLATIVE COMMITTEE 

CALIFORNIA REAL ESTATE ASSOCIATION 
117 W. NINTH STREET 

LOS ANGELES, CALIFORNIA 

MR. GRABLE: My name is D. R. Grable. I'm the Chairman of the 
Legislative Committee of the California Real Estate Association. I 


am not inaposition at this moment to speak for the Association. I 


would be after the 4th of October having a meeting of my Steering 


Committee in Fresno, but I would like to express some of my views 

as I have seen them in some 25 years of very active service in the 
California Real Estate Association and considerable local activity 
in the San Diego Taxpayers Association, therefore, this is a personal 


view. 


I am finding in my dealing with people which is to say with 


various groups that there is a continuing demand and possibly even 
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a greater demand from people who are real property owners to very 
closely protect or hope to protect the electorate situation, that 

is to say, that if in Riverside, for instance, with all due respect 

to Mr. Andersen, there is a very small population which are itinerant 
or renters, in a locality such as San Diego we have a very considerable 
number. I'm not prepared to say what the percent is, but it is a 


very large percent of renters. Population wise, it would be a very 


large percent. 


Under the circumstances that have been related by Mr. Firestone, 
and I would like to say at this point here, that I think that San 
Diego County and San Diego City has a very fine government, believe 
it wholeheartedly, the fact remains that we've had a very unfortunate 
situation to some of us who believed that we wanted a courthouse and 
we've had some upset as has been indicated. However, in discussing 
with people the possibilities, any possibility such as sliding scale 
or reduction of the requirement, for the approval by the electorate 
of bond issues I find on the street, dealing with people who do not 
appear before committees in any way in the city or the county or the 
State, in any way, in all regards I have found no one but who says, 
"For Heavens! sake, let's do not in any way reduce the requirement 
and make the people speak". Well, those are the situations. We've 
found probably as much apathy in the exercise of the franchise and 


San Diego County as can occur in any other county. 


We, for instance, are people who are thirsty, if you please. 
Bond issues for water are difficult things. This very institution in 


which this meeting is held has presented a considerable problem to 
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some of us to try and get the people out to vote, and of course to 





























try to get them out to vote for water. A constant requirement of 
all of us as citizens and certainly as elected representatives of the 
State of California and the local political subdivisions is that we 
must try our level best to encourage the public to speak their piece. 
It is my considered opinion that if a situation is presented to the 
electorate; we are going to find, you are going to find; and I am 
going to find that there will be a considerable reluctance to a 
relaxation of the right of the public to approve these things and I 
would hope that we wouldn't consider any sort of a measure that 
would eliminate the requirement of a political subdivision that had 
to have approval of its electorate. But I think we are going to find 
more and more that our people want a voice in the City and County 

of San Diego and presuming a majority of property owners but consider- 
ing a large percentage of renters, no one fears any more than some of 
us who are active in our own city and county that we shan't get a 
representative vote. It is a very serious thing to us who feel our 


responsibilities to our community. 


In the case at hand of our local Courthouse on several occasions 
the majority was indicated but not the ultimate requirement and it 
was very grate concern, however, it was finally done and you have been 
invited to view the work which I think is very fine and I think that 
once having accomplished it, it has had its general acceptance. But 
there are still those who possibly will not appear at most elections 
who are opposed and we have those sort of situations. We have, as 
George Crawford knows, particularly among this group, we have personali- 


ties to deal with here just as every other community has and I don't 
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know that they have any more than we have, George, but they probably 



























have them. It's a very, very difficult situation. But I wanted only 





to say and repeat, that I have a very firm conviction with long 
residence here and long activity that the general concept of the 
community, and I'll call it county-wise, because in the final analysis 
San Diego City and County are almost synonymous in many ways; I 
believe that there will be a very firm resentment against any situation 
which would reduce the authority of the public to pass the bond issue. 
Now I think the biggest indication of that would be made logically by 
the man who gets his ad valorem tax bill. He's the man who will be 

far more concerned, of course, than will the itinerant. But, that 
situation has manifested itself many, many times in the City and 

County of San Diego. Then I would say to you also that sitting in 

a California Real Estate Association Directors meeting and particularly - 
with reference to the Legislative Committee at Catalina and late in 
June, the tenor and sense of the group meeting, and incidentally 

those meetings are very well attended, the tenor and sense of those 
meetings has consistently been for a very long time that we must 
continue to protect the right of the man who ultimately pays the bills 


through his tax bill by maintaining a very high level of approval. 


Now as I say, these are things which are spoken to you without 
the current authority of the Association, but it does represent the 
thinking. I think there is great alarm among the real estate fraternity, 
if we wish to call it that, and some of us who are so named and are 
real estate brokers, feel a very strong sense of responsibility to 


our clients, I think that the promotional type of financing which was 








AY 






mentioned just a moment ago, by Mr. Stockbridge, is something that 






has far more resentment than any other type of financing. It meets 





I'm speaking and thinking 






a hullabaloo everytime it's even discussed. 





in terms of lease-purchase which has almost been termed generally as a 






promotional type of financing. Those things seem to have a very 










difficult acceptance in our area. 


Now I should like to suggest that when and if this Committee 






meets later in Los Angeles that it would be in order and if it is 


acceptable to the Committee I should like to then, either in person 







or ask a representative of our Association, after consideration of 







this matter to give us a view which would more clearly represent the 


Association rather than my personal views. I appreciate the opportunity 









to appear before you. 





CHAIRMAN MASTERSON: Thank you Mr. Grable. I have directed the 







secretary of the Committee, prior to October 4, to send you a copy of 


the transcript of the hearings that we have had heretofore, because 







I think that it should be understood that the proposals of ACA 46 were 






not to let down the bars but rather to tighten the Constitutional 


restrictions because of the fact that only cities, counties, and 







school districts are covered at the present time and methods of evading 


the Constitutional restrictions have been worked out by the cities and 












counties. Now the school districts haven't needed to. They've got 





something that has more appeal, namely the kids, and most voters will 





do anything for the kids, so they don't have too much trouble with 








their bond issues. But, the cities and counties have had more difficult 





problems; for example, there's not much sex appeal to a sewer bond 





issue and yet it's pretty necessary and people vote it down, they don't 
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get the two-thirds vote so what do they do; they work out some method 
of financing it without a vote of the people at all and at a much 


higher cost to the taxpayer. 


What we, I think, have demonstrated, if you read the transcript 
of these hearings, what we have demonstrated is that there is no 
magic to the two-thirds formula at the present time in California. 
It doesn't protect the taxpayer, it doesn't keep the cities and 
counties and the special districts from financing long-term projects 
even without a vote and it has resulted, there is testimony before 
the Committee, that it has directly resulted time and again in 
methods of financing being used which are more expensive to the 
taxpayer. So we appreciate groups like yours working on this 
problem with us and having this full transcript before you and 
realizing there is no magic to this two-thirds formula and also 
realizing that when we say 60 percent or three-fifths, we are 
offering this in the form of a compromise to get those who ordinarily 
would say, "Well, keep the two-thirds formula", and those who say, 
"We don't care about the two-thirds formula, we want it just the way 
it is because we've worked out ways to get around it, you see, no 
vote at all". The County of Los Angeles, and this is something you 
ought to take back to your Real Estate Association, has a bonded 
indebtedness of 49 million dollars and it has an indebtedness of 
"lease-purchase" which the people never had a chance to vote on of 


47 million dollars. Now, this is what two-thirds vote does for you. 


ASSEMBLYMAN PATTEE: You sure you've got those figures right? 





49 million? 
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ASSEMBLYMAN KLOCKSIEM: You don't mean 49 million do you? It's 


more than that - our bonded indebtedness - 


CHAIRMAN MASTERSON: Yes, I do - Mr. Stockbridge, do I have 


the figures correct? 


MR. STOCKBRIDGE: I'm not - I thought it was larger. 


ASSEMBLYMAN KLOCKSIEM: Oh, I did too. 


ASSEMBLYMAN CRAWFORD: Isn't it billions instead of million? 


CHAIRMAN MASTERSON: No, no. Municipal Bonds of the County of 


Los Angeles. 


MR. STOCKBRIDGE: Those were the figures that were in your 
testimony at the Richmond hearing. 


CHAIRMAN MASTERSON: That's the figure that was given, yes. 


ASSEMBLYMAN KLOCKSIEM: Gosh, that doesn't sound like very 


much. 


CHAIRMAN MASTERSON: In other words - no they don't have a 


large bonded indebtedness. They don't need to. 


MR. STOCKBRIDGE: No, the County's debt figure I'm sure it's 


larger. 
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ASSEMBLYMAN KLOCKSIEM: The sum of the debt figures is the 
question, Mr. Masterson, that will be 96 million dollars. That's 


not much money for that service. 


CHAIRMAN MASTERSON: They don't have much debt. They are in 


good shape. Except that the tax rate is pretty high. 


MR. GRABLE; I want to again express my appreciation for your 
own suggestion of the copy of the transcript and inasmuch as I gave 
the address of the State Association as well as my own address, I'd 
appreciate it if that information come directly to me so there will 
be no delay in my having it early enough to handle. And thank you 
again. 


CHAIRMAN MASTERSON: . Maybe some of the other members of the 


Committee have some questions, Thank you very much Mr. Grable. 


ASSEMBLYMAN CRAWFORD: Mr. Chairman. 


CHAIRMAN MASTERSON: Yes. - 


ASSEMBLYMAN CRAWFORD: Since this particular problem of San 
Diego in getting bonds passed has been brought up several times, 
maybe it would be of benefit to the members of the Committee to 
understand our local problem where there has been a reluctance on 
the part of the voters to approve any bonds unless the location of 
the improvement was specified in the measure being voted upon. We 


have had bonds, time after time, defeated where there was no speci- 







48 


fication of the location because of this inherent distrust of the 
voters in their elected officials - when the location of the improve- 
ment has been specified it has passed. Now I don't know whether that 
exists throughout the State, but that is one of our local problems 


here, 
CHAIRMAN MASTERSON: I suppose that can be a problem anywhere. 


ASSEMBLYMAN PATTEE: Does he mean it's better to confuse the 


voter, Mr. Chairman, by not saying definitely what they're voting on? 


ASSEMBLYMAN CRAWFORD: The voters were afraid that the eventual 
location of the improvement might be where certain individuals have 
have possession of the property and they were afraid that there might 


be profits made that were out of proportion to ... 


ASSEMBLYMAN KLOCKSIEM: Don't you think the voter should have 


the right to know where this bond money is going to go? 
ASSEMBLYMAN CRAWFORD: Oh, definitely, I do. I sure do. 


CHAIRMAN MASTERSON: We've wisely let the highway commission 
determine where they are going to locate their freeways, so we don't 
have to take care of that in the Legislature. Are there any other 


questions and comments? 


Mr. R. W. Reed, who is a citizen of San Diego, has expressed 





a desire to be heard by the Committee. 





























I might say, Mr. Reed, that as you have perhaps gathered the 
subject matter which this Committee is investigating is assigned to 
us by the Legislature's Committee on Rules and we have no authority 


to investigate into or hear testimony concerning anything other than 





the subject matter that we have been given. In other words, we are 
directed to make a particular study and if you were going to talk 
upon the matter of taxation and methods of taxation, this is the 
subject matter of another committee which is authorized to study it. 
I have a note here in which I have directed the Secretary to forward 
your communication to Assemblyman Glenn Coolidge, who is the Chairman 
of that Committee on Assessment Practices, requesting him to notify 
you of any hearings that are to be held in San Diego so that you 
might appear before the appropriate committee to make your remarks 


because we would have no authority from the Legislature to inquire 


into this subject matter at all. 


MR. R. W. REED 

4381 NEW JERSEY STREET 

SAN DIEGO 16, CALIFORNIA 

MR. REED: Mr. Chairman, I would just like to call your 

attention to the fact that I have been here for 40 years and I was 
here when the Mattoon Act tied us all up, and your lease-buy deal 
is another Mattoon Act. And it is out of the hands because we don't 
have to vote, there is no limit on it. I just wanted to call your 
attention to that fact. And I wanted to call your attention to the 
fact that the Courts have ruled that when you write a tax bill you 
got to have class uniformity and ability to pay and you can't comply 


with that ruling on your ad valorem property tax and we are getting 


the ad valorem tax so high that we are forcing the farmer to mine his 
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soil and we are forcing the old people on a pension who have been 
living in a nice home to get out of their home because they can't 
pay the taxes. We have never been able to satisfy the people's 
wants, you are lucky if you can satisfy their needs and it all goes 
back to taxes. You got to get the taxes regardless of how you do 


it. I thank you for the time. 


CHAIRMAN MASTERSON: Thank you very much, Mr. Reed. Are 
there any other witnesses that wish to be heard? Any comments from 


members of the Committee? 


If’not, I would like to thank everyone for their appearance 
particularly the members of the Committee attending. I think we 


have got some ..... Mr. Andersen? 
MR. ANDERSEN: May I make just one statement? 
CHAIRMAN MASTERSON: Yes indeed. 


MR. ANDERSEN: I thought it ought to be on the record 


because 


For the record, I am Robert Andersen, County Administrative 
Officer, Riverside County. I certainly was under the impression 
that the Investment Bankers were seeking to retain the 66-2/3 percent 
vote. The comments today of Mr. Franklin Stockbridge have been very 
encouraging to us in Riverside County. I wanted to take this oppor- 


tunity to change that part of my testimony which was in conflict with 





what he has said. I am very happy. Thank you very much. 
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CHAIRMAN MASTERSON: Thank you. This is a good time to end - 


on a happy note. The meeting is adjourned. 


I want to announce the next meeting which will be in Room 115 


of the State Building, Los Angeles on December 30, 1958. That will 


be the final meeting of this Committee. 





